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“Broadly defined, productivity ... is a measure of 
the efficiency with which resources are converted into 
commodities and services that men want.’ 
“The degree of productivity in the conversion of re­
sources to useable products and services influences 
vitally the wealth and economic well-being of nations, 
industries and individual firms . . .
“Productivity of an enterprise (or a nation) does not 
depend upon whether the market proceeds from its 
product increase or decrease at a different rate than 
its costs, or whether the output realized is salable at 
all on the market. It follows, therefore, that “produc­
tivity” and “profitability” are not synonyms, but that 
they describe different matters and cannot be used 
interchangeably.”
WHY COLLEGE - WHY ACCOUNTING?
Elaine Theus 11
“If this country of ours is called the melting pot of the 
world, then college must surely be the center of that 
melting pot.”
KEEPING UP WITH THE JONESES 
Hazel S. Kienitz 13
“Good news or bad, the activities of the stock market 
each day are followed with personal interest by a 




First things first. So we call attention to the 
new, contemporary design and color of our 
cover and to the increased number of pages 
within it.
We hope that these physical evidences of 
change will be regarded as progress for the 
publication. We hope even more that each 
succeeding issue will carry a material content 
that is even stronger evidence of our efforts 
to create a forceful instrument of education 
and a dynamic purveyor of accounting thought 
and technical information.
MANAGEMENT ACCOUNTING
Four years ago, in the February 1964 issue 
of THE WOMAN CPA, Dr. Helene M. A. 
Ramanauskas, in her sixth article written for 
this publication, discussed “the challenges our 
profession has to face at present through the 
scientific management movement and the 
breakthrough of electronic data processing.”
In this issue she discusses ACCOUNTING 
AS A MEANS OF MEASURING PRODUC­
TIVITY, a valuable aid to management in 
making decisions based upon quantitatively 
measured factors rather than upon intuitively 
selected alternatives.
The already well-developed importance of 
management accounting and of management 
information systems are further underscored 
by the books and articles reviewed in this 
issue commencing on page 17.
This concentrated accent upon the manage­
ment decision-making processes and the part 
that accounting plays in them is a challenge 
to the profession and especially to the ac­
countant who studied management in the 
pre-60’s.
The editor was chagrined to learn that a 
pre-60 education (and a 1946 edition Scrabble 
dictionary) were inadequate to even cope with 
some of the terminology in Dr. Bernadine 
Meyer’s review of “Management Decision 
Making” on page 18 of this issue.
We hope that our discomfiture will be the 
prod to impel us and others to put forth the 
needed effort to meet the new challenges of 
our profession as they arise.
Just for the record, the editor has already 
been prodded into the purchase of a new 
dictionary.
CONGLOMERATES
A recent addition to the financial world’s 
descriptive terminology is the “conglomerate 
company.” The term designates those entities 
who have expanded their interests, not 
vertically or horizontally in any recognizable 
broad industry grouping, but who have 
diversified in an apparently haphazard and 
patternless fashion until the entire company 
appears to be an unrelated conglomeration 
of economic components.
One problem that the conglomerate com­
pany poses to the accountant and to manage­
ment is the consideration of the necessity or 
desirability of changes in the financial report­
ing function.
Diversified companies with certain char­
acteristics should report sales and the relative 
contribution to profits of each major broad 
industry group, according to the recommenda­
tions in a study conducted by the Research 
Foundation of Financial Executives Institute.
The report is the result of a year of in­
tensive research by the Foundation to deter­
mine the usefulness, practicability and desir­
ability of publishing corporate results of 
operations on a more detailed basis than total 
company results. Its findings place stress on 
the necessity for management of a corpora­
tion, working within recommended guidelines, 
to make the determination of the information 
and group breakdowns which would be 
meaningful to investors.
The research project, headed by Dr. R. K. 
Mautz, Professor of Accountancy at the 
(continued on page 14)
From "Call for More Women Accountants"
I think there are four (attributes) which make women particularly suitable for accountancy.
First, a woman has an intuitive grasp of matters which will take her through a difficult situation. 
Second, men are often frightened of detail, but a woman will go through detail without being harrassed. 
Then, women have had outstanding successes in negotiation—this, of course, could be of great benefit— 
particularly, perhaps, in dealing with the Inland Revenue Office. But the most outstanding thing about a 
woman is her supreme ambition to be fair at all times.
Sir Henry Benson, CBE, FCA 
The Accountant, December 10, 1966
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ACCOUNTING AS A MEANS OF 
MEASURING PRODUCTIVITY
Dr. Helene M. A. Ramanauskas, CPA 
Chicago, Illinois
Productivity: The Vital Necessity
Much has been said and written in recent 
years about productivity. A variety of mean­
ings have been attached to it and it was 
frequently confused and used interchangeably 
with terms such as profitability, performance, 
and efficiency.
Broadly defined, productivity “. . . is a 
measure of the efficiency with which resources 
are converted into commodities and services 
that men want.”1 Translated into mathematical 
terms, productivity is the ratio of output, (the 
volume of products or services produced) to 
input, (the resources used or the factors of 
production employed). The more favorable the 
yield between input and output obtained, the 
higher the relative efficiency or the produc­
tivity in the conversion process.
1 Fabricant, Solomon, “Basic Facts on Produc­
tivity Change.” Occasional Paper No. 63, New 
York, National Bureau of Economic Research, Inc. 
19569
2 op. cit.
The degree of productivity in the conversion 
of resources to useable products and services 
influences vitally the wealth and economic 
well-being of nations, industries and individual 
firms, since “it affects costs, prices, profits, 
output, employment, and investment, and 
thus plays part in business flunctuations, in 
inflation and in the rise and decline of in­
dustries and individual firms.”2
Experience has taught that productivity in 
the long-run is best improved by innovation or 
changes in the means of production. In the 
short-run, improvements in quantity or quality 
of output are facilitated by raising the ef­
ficiency with which the resources within an 
existing system are utilized; in other words, by 
attempts to produce more, faster for less, or 
to obtain higher quality output from the re­
sources expended. Human knowledge, skill 
and motivation are essential prerequisites for 
success in such attempts.
Clarification of Meaning
Although the definition of productivity is 
comparatively simple, this simplicity is not 
reflected in clarity of usage. Besides being 
used interchangeably with terms such as 
profitability, efficiency, and performance, the 
word, productivity has come to be something 
of a five-syllable synonym for output and has 
acquired a kind of moral value, a quality of 
desirability. It now constantly recurs in all 
kinds of discussions and is used in a loose 
sense in all sorts of situations and arguments. 
As a result thereof, comparisons are freely 
made between figures which are in fact not 
comparable, and the false conclusions drawn 
frequently give rise to serious misunderstand­
ing and friction.
Before proceeding any further the author 
shall, therefore, attempt to clarify some of the 
most common misconceptions.
DR. HELENE M. A. RAMANAUSKAS, CPA, 
Professor of Accountancy, De Paul University, 
Chicago, Illinois, participated as a National 
Reporter at the Ninth International Congress 
of Accountants in Pairs, France in September, 
1967 under the sponsorship of the American 
Womans Society of Certified Public Account­
ants. Her paper, here printed in full, has been 
included in condensed form in the book, “The 
New Horizons of Accounting,” published by 
the Congress.
Dr. Ramanauskas was chairman of a Group 
Discussion Session and a panel member of a 
Plenary Session of the Congress. Both Sessions 
dealt with her assigned topic for reporting.
The author of 25 articles and 3 books on 
various accounting and auditing subjects, Dr. 
Ramanauskas has been a frequent contributor 
to THE WOMAN CPA as well as an active 
member of a number of accounting and eco­
nomics groups. Dr. Ramanauskas teaches grad­
uate accounting courses at De Paul University.
She also speaks frequently to student organi­
zations and professional associations locally, 
nationally and internationally. Immediately 
after the Congress in Paris she spoke before 
the Munich Business Economists Association 
at the University of Munich in Munich, 
Germany.
In between official engagements in the 
summer of 1967 Dr. Ramanauskas visited a 
number of universities and public accounting 
firms in England, France, Holland, Switzer­
land, Germany, Austria and Italy in order to 
collect international accounting material.
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Productivity vs. Profitability Since productivity 
is the ratio of output to input, one is inclined 
to relate in monetary terms the costs of all 
products or services of an enterprise (the 
input) to their sales proceeds (the output). 
This comparison, however, contrary to ex­
pectations does not give us any indication as to 
the productivity of a certain production pro­
cess, but only shows whether it is profitable 
or not. A production process is profitable if the 
sales proceeds for the output obtained on the 
market exceed the cost. If the market declines 
the production process will become less profit­
able, but the productivity might not be affected 
at all. The quantity of goods produced or 
services rendered might be still the same as 
before the market decline, only their salability 
has changed.
Productivity of an enterprise (or a nation) 
does not depend upon whether the market 
proceeds from its product increase or decrease 
at a different rate than its costs, or whether 
the output realized is salable at all on the 
market. It follows, therefore, that “produc­
tivity” and “profitability” are not synonyms, 
but that they describe different matters and 
can not be used interchangeably.
Productivity vs. Efficiency Another term quite 
frequently used instead of productivity is 
efficiency. When employed as equivalent of 
the productivity of all means used compared 
with the effect obtained, it even represents an 
acceptable synonym.
In colloquial usage, however, productivity 
is generally equated with efficiency in the use 
of only one input factor, namely, the human 
element labor. Even there people seem uncer­
tain what it is about labor that is being 
measured, the degree of effort of the individual 
worker or the degree of the efficiency with 
which labor is used.
A change in overall productivity can be the 
result of a change in the effort of labor, but as 
experience taught us, it is by no means limited 
to this cause. A baker, for example, making 
doughnuts by hand may be able to increase 
his hourly output by increasing his effort. His 
increased output represents an increase in 
productivity, and is a result of increased effort 
of labor. If the baker, however, is provided 
with a doughnut machine, he may increase his 
hourly output and thus his productivity with­
out increasing (or even decreasing) his effort, 
simply because he can work more efficiently.
Thus productivity of labor is more a meas­
ure of the efficiency with which labor is used, 
than it is a measure of the effort of labor, 
although the effort of labor remains one of 
the ingredients affecting labor effectiveness.
To use the term efficiency interchangeably 
with productivity of all production factors 
without clarification of the intended meaning, 
invites, therefore, only misunderstanding and 
confusion.
Factors Affecting Productivity
Productivity, being a ratio relating output 
to input, measures the efficiency in the use of 
all factors of production. It not merely ex­
presses labor effectiveness (efficiency and ef­
fort) but also reflects varying degrees of 
mechanization, changing levels of managerial 
efficiency, utilization of plant facilities and 
technical processes. It is even affected by fac­
tors such as standardization of products, 
availability of parts and components, the 
economic climate and government policies, 
etc.
Although it is still a common belief (strongly 
exploited by labor union leaders and politi­
cians) that labor is the most important single 
factor instrumental in productivity improve­
ments, studies of the U.S. Bureau of Labor 
Statistics came to different conclusions. The 
findings showed that the most important 
single factor determining the level of pro­
ductivity in the long-run is technology, while 
the most important single influence in short- 
run productivity changes is the degree of plant 
capacity utilization. While improvements in 
technology result in improved output quantity 
and quality, improved capacity utilization re­
sults in per unit cost reductions and frequently 
also in improved output per man-hour.
Because of the multiplicity of the factors 
affecting productivity, changes in the produc­
tivity ratio can not be attributed to a change in 
one factor only, but are to be thought of as the 
algebraic sum of individual and perhaps diver­
gent changes in the separate factors.
Productivity Measurement in General
Because of the vital effects of the degree of 
productivity, it is no surprise that interest in 
and measurement of it, is by no means a 
recent innovation. The history of productivity 
measurement at the national and industry 
level through indices (physical units of output 
per man-hour or per unit of capital employed) 
goes back into the nineteenth century. At the 
firm level, as a tool for management of in­
dividual organizations, however, it is com­
paratively new.
The measurement of productivity in the past 
has been largely in the hands of economists 
and industrial engineers.3 The economists have
3 Beta Gold, “Foundations of Production An­
alysis,” University of Pittsburg Press.
6
been specializing in defining the concepts of 
productivity, in determining the causes of 
productivity changes and their individual ef­
fects, and in ascertaining productivity trends 
for whole industries and nations. The industrial 
engineers have concentrated on measuring 
efficiency of performance at the job level 
through the development of work measurement 
techniques and labor incentive programs.
It is only since the late forties that account­
ants also became concerned with the problem 
and urged the development of tools that “will 
indicate increases or decreases in the produc­
tivity of individual firms,”4 because they be­
came aware that periodical profits and losses 
used up till then as sole indicators of produc­
tivity reflect too much. Profit and Loss, as 
shown on income statements, is not only af­
fected by changes in productivity, but also by 
changes of the output selling price at a dif­
ferent rate than the input cost, by attainment 
or loss of a sheltered market for products, and 
by various other conditions inside and outside 
of the firm.
4 Editorial, Journal of Accountancy, February 
1947, p. 94.
5 The Encyclopedia of Management, Carl Heyel, 
Editor, Rheinhold Publishing Corp., Capman and
Hall Ltd., London.
At The Firm Level
Although each individual firm has its own 
characteristics which make it different from 
every other, it has one thing in common with 
all other firms; it must maintain sufficient 
productivity and efficiency in its operations in 
order to prosper or at least to survive in the 
competitive struggle. Continued and careful 
measurement of the degree of productivity 
attained and the knowledge of the extent and 
direction of actual changes are essential, if 
management is to evaluate the effects of past 
actions and to determine appropriate future 
actions with confidence in the results to be 
expected.
There exist at present two fundamentally 
different ways to measure productivity in an
DR. HELENE M. A. RAMANAUSKAS, in the picture to 
the left, is seated amid unidentified fellow accountants 
from unidentified countries at the elegant Official Dele­
gates Dinner of the Ninth International Congress of 
Accountants at the Galerie des Batailles in the Chateau 
des Versailles.
individual firm.5 * One is through construction 
of productivity indices (output per man-hour 
or per dollar of capital employed) like those 
used to measure progress in the whole economy 
or at the industry level. The other is by con­
struction of efficiency ratios, which are ex­
pressed either in monetary terms, time or 
physical units.
While productivity indices represent a sin­
gle yardstick for evaluation of overall per­
formance and do not permit conclusions as to 
efficiency changes in the use of individual input 
factors, efficiency ratios are tools to measure 
the degree of efficiency in the use of the 
various factors of production.
The productivity index is historical in con­
cept. It is useful in discovering the firm’s 
productivity level within its own industry, or 
where data are available, in regard to the 
nation. Although the national and industry 
“yardstick” data are usually quite old because 
of the time necessary to collect them, they are 
still useful in bringing to management’s at­
tention what actually happened, even though 
nothing can be done with all the wisdom of 
hindsight, to change the past. Its only use­
fulness is that it invites positive actions for 
future improvements.
The other way of measuring productivity, 
by construction of efficiency ratios, is more 
directly applicable to the present and future. 
It is based on the premise that in order to 
arrive at a satisfactory overall productivity 
level, all input or factors of production must 
be used with maximum obtainable efficiency 
and that the degree of attained productivity 
becomes meaningful only when compared with 
a predetermined standard of efficient perform­
ance, or in other words, with a productivity 
objective. Efficiency ratios periodically com­
puted for the various factors of production 
under this method, expressing the actual pres­
ent productivity, are measured against pre­
determined productivity standards and draw 
management’s attention to off-standard situa­
tions, prompting, thereby, immediate remedial 
actions if the productivity degree in certain 
areas declines below a tolerable point.
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Accounting’s Contribution to 
Productivity Measurement
Although attempts to develop techniques to 
contribute to productivity measurement within 
the framework of accounting are comparatively 
new, some progress has already been achieved.
The stage for it was set by a parallel devel­
opment within the accounting profession, 
namely, the evolution of managerial account­
ing whose objective it is to provide “methods 
and concepts necessary for effective planning, 
for choosing among alternative business ac­
tions, and for control through the evaluation 
and interpretation of performance.” 6
7 Hiram S. Davis, “Productivity Accounting”, 
University of Pennsylvania Press, 1955.
Although still in its infancy, this new branch 
of accounting has already produced various 
new and extremely useful techniques.
Just recently another milestone in this re­
orientation process was set by incorporating 
for the first time the human element into the 
accounting framework through development 
of Responsibility Accounting. By accumulating, 
reporting and analyzing accounting data not 
only according to their nature and function, 
but also by areas of responsibility, this new 
performance control mechanism provides man­
agement with the necessary informational basis 
to control all operational functions and key 
individuals throughout the entire organization 
with a minimum of effort. By linking responsi­
bility and accountability, it helps to solve even 
managerial problems which prior had been 
hidden below the surface.
Despite the fact that most of the new man­
agerial accounting techniques enhance, indi­
rectly, efficiency in performance of productiv­
ity of the various operational functions such as 
production, distribution, and general adminis­
tration, further techniques were developed 
specifically designed to measure increases or 
decreases of the productivity of the firm as 
a whole and its individual segments.
Productivity Accounting
Although basically productivity is measured 
by relating the amount of resources used (in­
put) to the volume of products or services pro­
duced (output) the major stumbling block in 
measuring and interpreting productivity and 
its changes has been the diversity both of out­
put and input.
In order to determine how productivity of 
a firm could be best measured when multiple 
resources (input) are always involved and 
product (output) variety is extremely common, 
a research study was undertaken during the 
fifties by the Industrial Research Department 
of the Wharton School of Finance and Com­
merce of the University of Pennsylvania.7
After careful deliberations, the researchers 
decided that the only unit of measure by 
which the various unlike inputs and outputs 
could be aggregated into meaningful totals is 
the country’s legal tender, the dollar in case 
of the United States. By measuring both input 
and output in dollars, they determined the dol­
lar output obtained per dollar of input. Any 
increase (or decrease) in productivity, they 
concluded, would show up as the amount by 
which output per dollar of input in one period 
exceeds (or falls short of) that of another 
period.
Such method of productivity measurement, 
however, produces only meaningful and com­
parable results in periods of stable prices. In 
times of raising or falling price levels inputs 
and outputs are to be translated to some 
chosen base scale of values (a base year) to 
make them comparable. The revaluation of in­
put and output, broken down into major classi­
fications, is accomplished through the use of 
price indices and the results of such revalua­
tion for at least two years are displayed in a 
productivity statement. This statement, the 
culmination of this new productivity measure­
ment technique, presents further data on pro­
ductivity changes such as output per dollar 
of input for various years, increases or de­
creases in productivity from year to year, and 
finally, the savings achieved through produc­
tivity improvements over the base year.
Unfortunately, productivity accounting, as 
this new measuring technique is called, which 
produces ratios of output to input, revalued 
at constant prices, has never achieved broad 
acceptance in practice, since it was generally 
assumed that the task of compiling the neces­
sary data would be too onerous.
Other Productivity Yardsticks
As already stated, productivity of a firm and 
its various segments and functions can be best 
improved in the long-run by innovation, but 
at the short-run, within an existing system, im­
provements in quantity or quality of output 
can be facilitated only by raising the efficiency 
with which the resources are utilized.
Top executives today are fully aware that 
in order to arrive at an optimal over-all pro­
ductivity level for the firm and there-from 
relating optimum profits, they must enforce 
rigidly the highest possible productivity in the 
usage of all input factors. Experience has 
taught them that maximum productivity can
6 Report on Committee of Managerial Account­
ing, Accounting Review, April 1959.
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only be achieved if there exists a healthy re­
lationship between the volume of business and 
amounts tied up in property, plant and equip­
ment, in inventories, receivables and in work­
ing capital. They are aware that the existing 
operating potential or operating capacity has 
to be used fully, if the inflexible capacity cost 
incurred through its maintenance are not to 
be absorbed by a smaller output volume, with 
the result of higher per unit cost and a drain­
age of profits.
Productivity Ratios
In order to supply management with suitable 
tools to control and improve productivity in 
the use of the various input factors, a variety 
of productivity yardsticks in form of perform­
ance and productivity ratios have been devel­
oped by accountants and they are constantly 
refined (see Schedule I). Such ratios periodi­
cally computed for the various input factors 
tell how many dollars of sales were produced 
from each, how fast certain assets moved 
through the business and how productive the 
various operational functions (production, dis­
tribution, and administration) were carried 
out. When compared against predetermined 
productivity standards or with productivity 
ratios of competitors and industry averages, 
they draw management’s attention quickly to 
any off-standard situation.
When computing productivity ratios, ac­
countants generally start with the return-on­
total investment ratio, since it is considered 
the best available single measure of perform­
ance, because it blends together all the ingre­
dients of management’s responsibility and 
measure how well the permanent funds en­
trusted to the business were used. For apprais­
ing managerial performance for the firm as a 
whole, assets rather than equities are used as 
the base upon which the rate of return is cal­
culated. When measuring the performance of 
divisions, products, and other segments of a 
business, the necessity for determining capital 
or assets employed and income for individual 
segments without resort to arbitrary and ques­
tionable allocations, sets practical limits to the 
applicability of this tool.
PERFORMANCE EFFICIENCY RATIOS
RETURN ON INVESTMENT
(Profit to Entrusted FUNDS)
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These ratios are then supplemented by vari­
ous conventional commercial and operating 
profitability ratios, relating the various types 
of cost to sales and cost of goods sold.
For actual productivity measurement, how­
ever, they all are only of limited value, since 
they are based on profits and sales which both 
are affected also by factors other than produc­
tivity. To obtain realistic results for produc­
tivity measurement, ratios are required which 
exclude the profit element. Such exclusion was 
accomplished by relating the production (at 
cost) to the total funds invested (net assets). 
Such ratios, commonly called capital produc­
tivity ratios, do not depend on the existence 
of a selling price nor an end product, and can 
readily be applied also on a departmental basis 
or by functions as long as both output and in­
put are measurable in homogeneous units.
To test further whether fixed assets and 
working capital bear a reasonable relationship 
to goods produced and sold, fixed assets and 
working capital ratios have been developed 
and are in general use. They are commonly 
known as the “Fixed Assets Utilization Ratios” 
because they tell how many dollars of produc­
tion (at cost) were produced from each dollar 
invested in property, plant, and equipment and 
tied up in working capital. Fixed asset utiliza­
tion ratios are also computed for the various 
types of fixed assets such as operating and 
non-operating fixed assets, etc., to judge indi­
vidually their utilization degrees.
Since usually a material amount of working 
capital is tied up in inventories, inventory turn­
over ratios are in general use to keep a close 
check on the velocity with which the various 
types of inventories move through the busi­
ness. Any slow-down in turn-over presents a 
significant danger signal and may indicate 
excess inventory build-up and/or obsolete 
items.
Efficient use of resources also requires a 
close check on accounts receivables, to ascer­
tain that they do not get out of line and tie up 
an excessive amount of valuable working capi­
tal. Such check is accomplished by closely 
watching their turn-over through periodically 
computed ratios. Frequently, the turn-over is 
also converted to days to permit comparison 
with the credit terms offered by the company.
When computing capital productivity ratios 
by specific functions such as distribution or 
general administration, additional difficulties 
are encountered since frequently a more mean­
ingful unit for output (or the services ren­
dered) must be selected to obtain useful re­
sults.
Productivity of individual employees is com­
monly measured by man-power out-put ratios.
Although few firms prepare periodically all 
the before mentioned ratios, most use today 
the ones most vital to productivity control of 
their specific operations.
Multi-Purpose Measurement Tools
Besides the tools discussed before, a number 
of multi-purpose tools are now available, which 
although not constructed specifically for pro­
ductivity measurement, enhance indirectly pro­
ductivity of all operational functions by con­
trolling cost and planning output and profits.
The most powerful of these multi-purpose 
tools is the budget. Many firms now already 
employ an elaborate budget system which pro­
vides a disciplined approach to the solution of 
their various managerial and operating prob­
lems and sets desirable profit and performance 
goals. Besides, such a budgetary system devel­
ops throughout the organization an atmosphere 
of profit-mindedness and encourages an atti­
tude of cost-consciousness, maximum asset 
utilization and high standards of performance. 
By stimulating competition, it provides a sense 
of urgency and serves as an incentive to per­
form even more effectively than planned.
In addition to setting standards of perform­
ance, a budget is also an indispensable aid in 
directing capital and effort into the most 
profitable channels and ensues proper balance 
of funds to be expended for facilities, inven­
tories, and amounts to be directed to the pro­
motion of sales, research, etc.
If such budgets are further constructed by 
responsibility centers and each center is only 
charged with those revenue and cost items 
over which the individual accountable for its 
activities has at least some degree of control, 
management has in its hands a powerful per­
formance control mechanism with which it can 
control, with a minimum of effort, the degree 
of performance of departments, functions and 
key employees.
Productivity Measurement by Functions
As demonstrated, accounting has so far pro­
duced quite a number of tools capable of meas­
uring, either directly or indirectly, productivity 
of an enterprise as a whole as well as its 
segments.
Which of these are also applicable in meas­
uring the productivity of specific functions 
such as the administrative and commercial 
function?
Theoretically, productivity can be measured 
for any segment of an organization. However, 
mechanical difficulties in data compilation fre­
quently set practical limits to the applicability 
of certain tools.
From the various ratios discussed before, 
ratios of commercial profitability (which relate 
(continued on page 16)
10




What does it mean—what is this thing called 
college? Why go to college? Why submit your­
self to the pressures of more schooling at great 
financial expense?
These are serious questions that many high 
school students have asked and have been 
asked. It has been asked of me and perhaps 
I can tell you why I chose to further my edu­
cation and, in the process, convince you to 
do the same.
You have probably heard or seen statistics 
telling how much more money a boy will earn 
if he has a college degree than if he has only 
a high school degree. This is fine for the boys, 
but what does it mean to a girl who will prob­
ably marry and raise a family? Chances today 
are good that even if you do marry and have 
children, many of you here today will go back 
to work, so that college degree will come in 
handy. You become a fuller person by going 
to college—enabling you to be a better mother, 
wife and member of your community.
What It Is
College is a time of life for people to pack 
experience after experience into the four years 
they are on the campus. If this country of 
ours is called the melting pot of the world, 
then college must surely be the center of that 
melting pot. Since I entered Western Reserve 
University in the Fall of 1965, I have met peo­
ple from all over the country—New York to 
Hawaii—and from all parts of the world—Eng­
land, Germany, Hungary, India, and Saudi 
Arabia.
One of the best features of college is the 
time you can spend in informal discussions 
with people of all kinds of backgrounds and 
different opinions; it is a chance like no other 
for you to test new ideas and doubt old ones; 
to discuss the pros and cons of all of them and 
to decide for yourself which of these you 
really believe in.
College is your chance to decide for your­
self and to be responsible to yourself for that 
decision. How you pass your college years is 
pretty much up to you, the individual. Al­
though there are still some restrictions on the 
hours that girls keep, these are generally being 
relaxed; supervision by the deans is giving 
way to allowing the student the opportunity 
to decide for himself how to lead his life.
As a college student, it is up to you to de­
cide how often you will or will not attend 
class; the amount of time spent in outside 
preparation for each class varies from one to 
three hours for each hour spent in class and 
how much time you will spend depends on 
you.
Where The Action Is
You no longer have everyone telling you 
how to use your time. Clubs and activities 
abound. There are the purely social organi­
zations such as sororities and fraternities and 
there are volunteer groups of all kinds. There 
are student government groups for the dormi­
tory students and for the commuting students.
In a university like Western Reserve, you 
find people of the Catholic, Protestant and 
Jewish faiths—as well as atheists; you will find 
students that support the war in Vietnam and 
those that oppose it. There are language clubs, 
the university newspaper, an FM radio station, 
a literary magazine, a debate team. With so 
many activities it is hard, but you must decide 
which to join and how much time to spend in 
each.
ELAINE THEUS, a recipient of a scholarship 
from the Cleveland Chapter of the American 
Society of Women Accountants, presented this 
paper at the Chapters Annual Students’ Tea 
honoring outstanding senior high school book­
keeping students in February, 1967.
The paper was chosen to be printed as a 
companion piece to Dr. Ramanauskas’ scholarly 
“ACCOUNTING AS A MEANS OF MEAS­
URING PRODUCTIVITY" to remind those 
mature in the accounting profession of the 
problems of the young mind groping for the 
threshold of maturity and of a career.
The paper also emphasizes to the mature 
accountant the evolution of the profession in 
the past fifteen to twenty-five years. The ac­
counting major of today takes as a matter of 
course the usage of the computer as a tool to 
free accountants from monotonous detail and 
to allow them time for participation in man­




Even the courses that you take in a liberal 
arts school are very much yours to choose. 
There are basic requirements o£ all students 
in the university. There are also the required 
subjects that you must take in your major 
field of study. But, with these out of the way, 
it is for you to decide which things you will 
study. I have taken courses such as English, 
accounting and economics—all required—and 
just for my own enjoyment, things such as 
political science, Spanish and judo.
I Chose Accounting
With all of these areas to choose from, why 
have I chosen accounting as my career? To 
be honest, when I started at Reserve I was 
planning on entering the marketing field in the 
area of advertising. I had never even thought 
of majoring in accounting, just shrugging it 
off as a man’s field and thought no more about 
it until I took an introductory course that was 
required of all students in any business field. 
By the end of my second semester course in 
accounting, I was convinced that this was the 
place for me.
It is hard to pinpoint exactly why I like 
accounting; it is an interesting field, and a 
most satisfying line of work.
It is also an occupation that is definitely 
changing and moving forward. Women are 
now gaining more challenging positions in 
companies—and Certified Public Accounting 
firms are now hiring women accountants in 
increasing numbers.
With the introduction of computers, many 
time-consuming and routine tasks that have 
belonged to accountants for years are being 
taken away, freeing the accountant for more 
important jobs such as helping management in 
policy-making decisions. But to be able to 
move with this trend, those entering the ac­
counting profession will have to have more 
and better education in liberal arts areas as 
well as business.
It Is Up To You
It is up to you to decide what to do with 
your life. By going to college, you will be
REQUIEM TO THE GREEN EYESHADE
The text and picture below are reprinted, by 
permission, from the December 1967 issue of 
THE CPA, the membership bulletin of the 




CHRISTMAS SHOPS AT JENSEN'S-
HER FRIENDS EXPECT HER TO BE WITTY AND ORIGINAL
Fifth Avenue recognizes the chic accountant 
. . . on her the eyeshades look good.
A leading specialty shop ran a full page ad 
in The New York Times and a window display 
at its Fifth Avenue location on “the optimistic 
accountant" as part of its series on successful 
professional people.
better equipped to survive in today’s business 
world—to move up with the new ideas and 
methods that are constantly being introduced.
Don’t be left behind—join in making this a 
better world.
TWENTY-FIVE YEARS AGO IN THE WOMAN CPA
We are told that the Federal government is making an attempt to eliminate duplication of reports by 
businessmen by having a centralized agency review all forms and questionnaires sent out by the 
various departments, bureaus and agencies. This is very commendable, but how about the duplication 
of auditing by these same departments, bureaus, and agencies? Many a business man complains that 
his accounting department is seriously hampered by the many examinations and investigations made, 
with income tax audits, OPA audits, WPB examinations, Wage and Hour Division examinations, payroll 
audits of many kinds, and many others, including the public accountant. Why wouldn't it be possible 
to work out a clearing house for the information required by the various governmental agencies and 
not subject the same set of accounts to a great deal of duplicate auditing? There may be many 
hindrances and problems arising in connection with such a plan but we believe it is worthy of some 
thought.
From "The President's Column" Mary C. Gildea, CPA, President February 1943
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KEEPING UP WITH THE JONESES
Hazel S. Kienitz
Grand Rapids, Michigan
Up or down. High or low. Falling out of 
bed or soaring to new highs. Good news or 
bad, the activities of the stock market each 
day are followed with personal interest by a 
constantly increasing percentage of the nation’s 
population.
The authority most quoted as to these activi­
ties is the Dow Jones and its industrial aver­
ages. There are many other lesser known 
sources, but the Dow is the grand daddy of 
them all.
The Pioneer
This pioneer of stock indexes was first com­
puted on May 26, 1896, using a list of only 
twelve stocks. It was printed sporadically in 
the Wall Street Journal beginning in June of 
that year, and some months later began ap­
pearing on a daily basis. The economy was 
different then. Automobiles were an oddity, 
Orville Wright’s first airplane flight was yet 
to come, and radio broadcasting was more 
than twenty years away. The population of 
the United States was around seventy-six 
million.
The list now consists of thirty stocks includ­
ing only two of the original twelve—American 
Tobacco Company and General Electric Com­
pany. Missing are the newer giants in the 
aeronautics, space, computer, and business 
machine industries.
Criticisms
Despite the fact that the Dow Jones uses 
only thirty of the approximately 1,300 listed 
issues of common stock on the New York Stock 
Exchange, the industrials actually cover a 
broad sector of the investing public. The total 
market value of the stocks on the list average 
one-third of the total of all listed stocks.
Over half have more than 100,000 share­
holders while only four have fewer than 50,000. 
Of all companies listed on the New York 
Stock Exchange, only 8.5% have 50,000 share­
holders.
American Telephone and Telegraph Com­
pany has more shareholders than the city of 
Philadelphia has people, and General Motors 
Stockholders number more than the population 
of Baltimore or Cleveland.
A second critical observation is that Dow 
Jones is predominately made up of large com­
panies, which weight the averages. These large 
companies account for the widest interest of 
the stockholding public because they are also 
of the high quality stocks known as blue chips. 
Therefore, they justly deserve spots in the 
averages.
A third criticism, which is perhaps most 
meaningful to our average stockholder, is that 
the averages do not reflect the action of indi­
vidual stocks. Since there are at least 17,000 
stocks being traded daily on the various ex­
changes and in the over-the-counter market, 
no average could possibly reflect the movement 
of each one individually. And, even if all of 
them were used in computing the averages, 
someone would still own the stock that went 
down while the averages went up.
Computing the Averages
Computing the averages also posed some 
problems. Originally a simple averaging of the 
closing prices of the stock list was used. How­
ever, it soon became obvious that distortions 
would occur unless some adjustments were 
made from time to time. Some of the com­
panies started splitting up their stocks. When 
a corporation feels that the per share price of 
its stock has risen too high to appeal to the 
majority of the investing public, it arbitrarily 
decides to split the stock by decreasing its 
par value and issuing new shares to the exist­
ing stockholders to keep their equity in the 
company proportionate. The market price is 
then adjusted in the same proportion.
The necessity for stock splits will continue. 
It has to. Otherwise as companies grow, indi­
vidual share prices would get beyond the reach 
of most investors. It is estimated that the price 
of General Motors would have been some­
where around $12,000 a share if it had been 
left unsplit.
When these splits occur, an adjustment 
needs to be made in the price used for the 
averages. An. oversimplified illustration follows: 
On a given day, company A closed at $5, com­
pany B closed at $10, and company C closed 
at $15. The average is $10. On the next day, 
company C split its stock three-for-one which
HAZEL S. KIENITZ, Grand Rapids Chapter, 
ASWA, is a Registered Representative of the 
New York Stock Exchange with H. R. Shaine 
& Co., Inc. of Grand Rapids, Michigan. 
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changed its per share price to $5. That day 
was a good one in the market place and all 
three stocks advanced in price $1 per share. 
Without an adjustment for the split, closing 
prices would have been $6, $11, and $6, for 
an average of $7.67, which was $2.33 less than 
on the previous day, though each stock was 
actually higher.
Continuing with the basic illustration—on 
the day that the closing average was $10, it 
was known that company C was splitting its 
stock. Using the adjusted prices of $5, $10, 
and $5 we arrive at a total of $20. Dividing 
this total by the actual average of $10, we 
arrive at a conversion factor of 2 which will be 
used as the divisor the next day in place of 
the actual 3. When the new closing prices of 
$6, $11, and $6 are totalled and divided by 
our new divisor of 2, we show a new average 
of $11.50, up $1.50 from the previous day.
Substitutions
The new divisor will continue in use until 
another split or large stock dividend, or until 
a substitution is made in the list. Substitutions 
are made when a stock becomes too inactive, 
when its movements become so small as to 
have little effect on the average, or when for 
some reason a stock ceases to be representative 
of a substantial sector of American industry. 
When a substitution is made, the divisor is 
adjusted just as when a split occurs.
The divisor is not changed unless the net 
effect on the averages exceeds five points. 
When a component of the average does not 
sell on any day, the last previous closing price 
is used.
Currently the conversion factor from dollars 
to points is 2.278. To convert the point change 
to dollars, multiply the change by this factor 
and divide by thirty. A point change of one is 
comparable to about eight cents, and a point 
change of ten is only about seventy-six cents 
per share. The actual average of the thirty 
industrial stocks would be about $60. Using 
the conversion rate, the average is over 800 
points. This is not a dollar average of the 
market, but it is a market movement indicator, 
undistorted by the many stock splits since its 
inception.
The Individual Investor
The concern of the individual investor is 
not with the averages. He must be interested 
in individual prices and trends. When the 
average falls twenty points, it is headline mak­
ing news, but the market has not fallen out of 
bed. A twenty point drop from 900 is approxi­
mately 2%. If an individual stock, priced at 
$50, dropped 2%, the net change would be 
$1. A ten point rise on the Dow Jones from 
the 900 level would be little more than 1%, 
which would compare with a fifty cent rise in 
a $50 stock.
All stock indexes constitute statistical yard­
sticks for professional analysts, brokers, and 
students of the market. The investment indus­
try as a whole feels that because of its histori­
cal continuity and basic principles, the Dow 
Jones is a reliable index.
CONGLOMERATES
(continued from page 4)
University of Illinois, relied upon the responses 
of hundreds of U. S. corporations and financial 
analysts.
“Management, because of its familiarity 
with company structure”, states the study, “is 
in the most informed position to separate the 
company into realistic components for report­
ing purposes. To require reporting on some 
rigid basis might fractionalize a company into 
unnatural parts which could not fairly reflect 
the results of its operations”.
The report suggests that companies which 
are unitary in nature, that is, which operate 
almost completely within a single broadly- 
defined industry, or which are highly inte­
grated, should not be expected to fractionalize 
themselves for reporting purposes but com­
panies which to a material degree have activity 
in more than one broadly defined industry 
should meet the extended disclosure require­
ments.
According to the study, a “material degree” 
means 15% or more of a company’s gross 
revenue. No present system of industry or 
product classification appears ideally suited 
to the identification of broad industry groups 
so considerable discretion to management in 
defining broad industry groupings is essential.
The study recommends that disclosures may 
be included in parts of the annual report other 
than the formal financial statements. Whether 
in narrative or tabular form, they should be 
grouped and should carry a clear indication 
of the limitation of their usefulness.
The findings released are in summary form. 
The full report, including voluminous statis­
tical data, will be released in the late spring 
of 1968.
The Financial Executives Research Founda­
tion enlisted the assistance of representatives 
of the American Bar Association, the New 
York Stock Exchange, the Securities and Ex­
change Commission, the Investment Bankers 
Association, the Financial Analysts Federation, 
the National Association of Accountants and 
the American Institute of Certified Public 
Accountants in providing information in the 
course of the study.
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TAX FORUM
DORIS L. BOSWORTH, CPA, Editor 
Peat, Marwick, Mitchell & Co. 
New York, New York
BOOK REVIEW
Working With The Review Code—1967 
Edited by Arthur J. Dixon, CPA and David 
Zack, CPA, American Institute of Certified 
Public Accountants, 1967, New York. Pages 
278.
This annual presentation of material culled 
from the Journal of Accountancy’s Tax Clinic 
for the years 1954 through 1967 is an excellent 
book for the practitioner. Actually it represents 
a review and editing of articles that have ap­
peared in that publication for the past thirteen 
years, updated annually. The editors and con­
tributing editors, all of whom are knowledge­
able in the field, have selected pertinent and 
worthwhile articles for presentation in one 
volume. Of a necessity the subject matter rep­
resents current thinking in critical areas, and 
is essentially a condensation of the practical 
experience and research of many practitioners 
throughout the country.
The publication has two functions. It is a 
handy reference in the event of being con­
fronted with a particular problem, and is also 
a practical guide in tax planning. To this end, 
the table of contents is by Code Section num­
bers, accompanied by a brief, but definitive, 
description of the material covered. There is 
also a subject index and table of cases cited. 
If your problem is related to a particular sec­
tion of the Code, or even a case, and it has 
been discussed in a selected Tax Clinic 
article, it is only a matter of moments to 
locate an up-to-date appraisal of the matter. 
On the other hand, if you are looking for 
ideas in any particular areas, such as Estate 
Planning, material will be found that will form 
the nucleus of proper planning in a particular 
fact situation. An example of this function may 
be illustrated by the treatment of Section 303, 
wherein both the flexibility and pitfalls of that 
Section are reviewed. In the introduction, the 
editors express the hope that practitioners will 
find the book of value in answering tax ques­
tions that do not appear in the services, or at 
least provide a base for further exploration. 
The book lives up to these expectations, and 
is a recommended addition to any tax library.
It is what its title implies—a tool for working 
with the Code, circa 1967.
MEDICAL REIMBURSEMENT PLANS
Section 105(b) of the Internal Revenue 
Code provides, with certain limitations, for 
reimbursement of employees’ medical expenses 
under an employer’s “plan” covering one or 
more employees. Such payments are deductible 
by the employer as ordinary and necessary 
business expenses under Section 162(a), with­
out being taxable income to the employee. A 
formal, written plan is not a prerequisite of 
qualification under this section, but to obviate 
the necessity of proof of its existence, it is 
advisable to incorporate the essential elements 
in the minutes of a meeting of the Board of 
Directors, followed by written notification to 
covered employees. The plan may cover not 
only the medical expenses of the employee, 
but those of the spouse and dependents. It 
may include any or all expenses that would 
ordinarily qualify as medical expense deduc­
tions on the employee’s return, such as drugs, 
dental work, doctors’ bills, etc.
On the surface it would appear that section 
105(b) is an excellent method of providing 
fringe benefits to stockholder-employees of a 
closely held corporation. A literal interpretation 
of the code and regulations would seem to 
permit the selection of a few stockholder­
employees as recipients of these fringe benefits. 
Certain caveats have developed, however, in 
recent Tax Court decisions that indicate the 
Treasury Department is reviewing these plans 
from the standpoint of the nondiscriminatory 
provisions of qualified pension and profit- 
sharing plans, although the decisions have not 
employed that language. In Alan B. Larkin 
and Charna Larkin et al, 48 TC No. 59 the 
Court rejected the plan on the grounds that it 
was not a plan for the benefit of employees, 
and as to the stockholder beneficiaries the pay­
ments constituted dividends. The “plan” 
covered two officer-stockholders, their father, 
who was an officer but not a stockholder, and 
one nonstockholder employee. This last em­
ployee was not covered until several years 
after the plan went into effect, and his depen­
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dents were not included. The Court concluded 
that, because of the relatively minor benefits 
accruing to the one nonstockholder beneficiary, 
the plan was not for the benefit of employees.
In Sanders and Son, Inc. et al, TC Memo. 
1967-146 the plan covered all full-time of­
ficers, but in the case under review such 
officers were also stockholders. In determining 
deductibility of the payments under Section 
162(a) they were considered in conjunction 
with compensation; and, in the case of one 
of the covered employees, the total compen­
sation, including medical reimbursement, was 
deemed excessive in consideration of services 
rendered.
Present case law should not discourage the 
use of medical reimbursement plans in closely 
held corporations. In view of the favorable tax 
treatment accorded both the corporation and 
covered employees, however, the adoption of 
any plan should encompass a sufficient number 
of nonstockholders, on an equivalent basis with 
shareholders, to enable the plan to be char­
acterized as for the benefit of employees. In 
all cases the reimbursement, plus compensa­
tion, should not exceed what would be deemed 
to be reasonable compensation. To overcome 
the difficulty present in a year where illness in 
the family results in large medical expenses, 
the plan for reimbursement should place a 
ceiling on the amount payable by the corpor­
ation which, together with regular compensa­
tion, will not be deemed excessive.
ACCOUNTING AS A MEANS OF 
MEASURING PRODUCTIVITY
(continued from page 10) 
the functional expenses to sales and are an 
automatic by-product of any income statement 
and capital productivity ratios) which relate 
the production (at cost) to the total funds em­
ployed, have proven quite practical. Allocation 
problems, however, are frequently encountered 
in determining capital or assets employed by 
function.
To increase the meaningfulness of capital 
productivity ratios when measuring produc­
tivity of subfunctions such as accounting, bill­
ing, purchasing, etc., the measurement base is 
best changed from the organizational output 
to units of output or services rendered by the 
specific function, such as equivalent work 
hours required for work to be done, units sold, 
or purchase orders processed.
To measure directly the productivity of indi­
vidual employees carrying out specific func­
tions, the use of work measurement techniques, 
as applied to production, have proven quite 
successful.
The most powerful tool, however, when at­
tempting to measure productivity by functions, 
is a budget constructed on the basis of respon­
sibility centers and compared regularly with 
actual performance data as supplied by re­
sponsibility accounting. If such comparisons 
are periodically presented in the form of cur­
rent performance reports, management of the 
various levels is informed not only as to what 
happened by accounts, but also what happened 
according to functional responsibilities of in­
dividuals.
By measuring the variances between actual 
and budgeted performance, such functional 
performance reports disclose inefficiencies in 
productivity and pinpoint trouble areas. If ac­
tual operations in each functional responsibility 
center follow budgetary plans, presumably 
there are no troubles and operations can be 
allowed to continue unchanged.
If the performance reports disclose signifi­
cant favorable or nonfavorable variances, the 
specific area of operations must be investigated 
to discover the underlying causes. In case of 
variances indicating declining productivity 
which will have an adverse effect upon profits, 
immediate remedial actions have to be taken 
once the causes are detected. In case of vari­
ances with favorable effect upon profits, man­
agement should discover the causes to promote 
continuation of the situation.
Conclusion
As demonstrated, the managerial segment of 
the accounting profession has developed dur­
ing the past decades a number of valuable 
tools capable of measuring and improving pro­
ductivity of a firm as a whole and its segments. 
Some of them are specifically designed to 
measure increases or decreases of productivity, 
others enhance, indirectly, efficiency in the 
performance of all operational functions and 
in the use of all input factors by attempts to 
maximize profits and to minimize costs.
They all qualify as other milestones in the 
present revolutionary reorientation process of 
our discipline, which is characterized by at­
tempts to create tools not only capable of 
periodic reporting of the operating and finan­
cial condition, but also able to provide man­
agement of all levels with the information 
necessary for meaningful planning, decision 
making, and measurement of productivity in 
performance.
DP—Data Processing—also stands for Data Po­
lution, “Contamination of information that 
contributes to erroneous management deci­
sions.” Definition supplied by Jean Paul Pitten­




PHYLLIS E. PETERS, CPA, Editor 
Touche, Ross, Bailey & Smart 
Detroit, Michigan
“The Potential of Accounting as a Management 
Information System,” Peter A. Firmin, CPA, 
Management International Review, 1966/2. 
Reprints available from Tulane University, 
School of Business Administration.
This scholarly article develops the thesis 
that the potential for an effective management 
information system exists in the accounting 
system. Recognizing that present accounting 
systems do not provide management with much 
of the information it needs (for example: rate 
of employee absenteeism and effect on sched­
uling and production, or rate of seat occupancy 
to capacity on airlines), he proposes a manage­
ment information system built upon the 
framework of the accounting system.
To effectuate this, he suggests a departure 
for internal reporting purposes from the “heri­
tage of conventions which constrain many 
accounting systems.” For example, he urges 
the use of current values of assets and 
equities in internal reports.
He also proposes broadening the scope of 
accounting systems to include nonmonetary 
information, along with expansion of the con­
cepts of asset and transaction. As examples, 
he would include under assets such intangibles 
as management effectiveness and would en­
large transaction to include such things as 
consumer reaction to a product. A matrix ac­
counting system is suggested which could 
provide the nonmonetary information; for in­
stance, included with a sales transaction would 
be such information as geographic area, sales­
man, rate of commission, sales tax due each 
governing body, excise tax, method of de­
livery, etc.
This article will undoubtedly disturb some 
people, for it suggests that reluctance to de­
part from tradition and a narrow view of the 
purpose of their activities may he reasons why 
accountants have not been able to provide 
management with all of the kinds of infor­
mation it needs. There is plenty of food for 
thought in this article about the future role of 
the accountant. Can he—will he—be the one 
who provides management with adequate in­
formation? Or, will he relinquish that respon­
sibility to others and become only a part of a 
small subgroup in a total information system?
Dr. Bernadine Meyer 
Duquesne University
SIMULATION, a 57-page brochure published 
by Burroughs Corporation, Detroit, Michigan 
48232, as part of their Management Science 
Series Presentation.
In 30 pages of nontechnical language, this 
booklet provides an excellent concept of simu­
lation and its use in business today. It is well 
worth the short reading time necessary, and 
for the individual who wants more informa­
tion, there are 22 pages of bibliography.
A companion in the series, PERT & CPM: 
PROVEN TOOLS FOR MANAGEMENT 
PLANNING & CONTROL it is equally as 
good.
Dr. Bernadine Meyer 
Duquesne University
“Pathway to Profit: The Management Informa­
tion System” Bertram A. Colbert, Manage­
ment Services, Volume 4, No. 5, Septem­
ber-October 1967.
Mr. Colbert begins his rather long article by 
asking the question, “What has information to 
do with profitability?” and he answers the 
question by stating that, “Every chief execu­
tive knows it has a great deal to do with it.” 
Business decisions have increased in com­
plexity and in magnitude, and many corporate 
managers have found that existing information 
systems do not provide the significant data 
required at the time they are required. As a 
result of companies’ efforts to improve their 
information and data flow, a group of tech­
niques called the management information 
system has developed.
The article is an attempt to answer the 
questions, “What is a management informa­
tion system? How does it differ from such 
existing systems as accounting, sales, or pro­
duction? Should you have one? What is its 
value? How do you obtain one or put one in 
a specific company?”
A management information system is defined 
as an organized method of providing each 
manager with all the data and only those data
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which he needs for decision, when he needs 
them, and in a form which aids his understand­
ing and stimulates his action.
Mr. Colbert believes that substantial im­
provement in most companies’ management 
information would result from the following:
Increased use of ratios to provide improved 
understanding of the effects or results of 
operations.
Use of information developed from using 
work sampling, work measurement, and 
work simplification techniques.
Increased use of network techniques of pres­
entation.
Increased use of PERT techniques in the 
cost system.
Increased use of incremental cost concepts.
Increased use of data processing equipment 
as the means of securing vital data in a 
timely and effective manner to implement 
the new concepts involved.
Increased attention to the development of 
a stimulating incentive which would serve 
as a motivation to management to take 
action on the basis of the information 
provided by an improved management 
information and control system.
Mr. Colbert concludes by stating that the 
profit picture in any company in the future will 
be to a significant extent a result of the gather­
ing and intelligent use of good information.
Mary E. Burnet, CPA 
Rochester Institute of Technology
“MANAGEMENT DECISION MAKING,” 
Max D. Richards and Paul S. Greenslaw, 
Richard D. Irwin, Inc., Homewood, Illinois, 
1966, 549 pages, $8.50.
This book begins with a historical treatment 
of management, and before the end of the 
first chapter the reader becomes very much 
aware that “scientific management” and the 
“classical approach” are now part of history 
and that today’s thinking in management cen­
ters around the decision-making process with 
great emphasis upon the use of quantitative 
methods and applications from the behavioral 
sciences.
There is very good treatment (clear and 
readily understandable) of the use of models, 
heuristic programming, and simulation in de­
cision making; of the systems concept; of 
deterministic and stochastic problems faced by 
the manager.
The accountant will especially enjoy chap­
ters 12 through 18 which include discussions 
of such topics as control and information sys­
tems for control, linear as well as nonlinear 
breakeven and profitability analysis, return on 
investment, capital budgeting, human con­
siderations in budgeting, mathematical pro­
gramming in allocation of resources, inven­
tory decision making with some quantitative 
aids. A substantial mathematical background 
is not needed to follow the discussion of the 
quantitative methods. A familiarity with 
mathematical symbols and some elementary 
algebra is sufficient, since the book’s purpose is 
to provide an understanding of the purpose and 
use of the various quantitative methods rather 
than to develop mathematicians.
Chapters 4 through 10 discuss the human 
element in business, with consideration given 
to individual and group behavior, the person, 
and the organizational structure. In the 
opinion of this reviewer, these chapters do not 
have the currentness of thought to be found 
in the rest of the book; for instance, there is 
no discussion of sensitivity training and the use 
of t groups.
For the accountant who studied manage­
ment in the pre-1960’s, this book provides a 
good, clear look at what’s new in management 
today, especially in the quantitative area.
Dr. Bernadine Meyer 
Duquesne University
“BASIC DATA PROCESSING,” Richard W. 
Lott, Prentice-Hall, Inc., Englewood Cliffs, 
New Jersey, 1967, 221 pages, $5.95.
This is an excellent source of information 
for the uninitiated who desire an understand­
ing and comprehensive overview of data proc­
essing. Written in easy-to-understand, non­
technical language, Basic Data Processing will 
provide readers with a good overall picture of 
the data processing world. It is the kind of 
book which accountants and management per­
sonnel will find of interest. The accountant will 
especially appreciate the systems approach.
Liberal use is made of photographs and 
illustrations so that persons unacquainted with 
the terminology and equipment can see for 
themselves what such things as a program 
drum card, a sorter, or a random access file 
look like.
Major topics covered include systems 
analysis and design, computer installation 
considerations, costs, control with a data proc­
essing system, use of punched cards and 
magnetic tape, random access, fundamentals 
of programming, data transmission.
For the accountant who has been wanting 
to get started to learn something about data 
processing and has not been quite sure where 
to begin, this is a book for openers.
Dr. Bernadine Meyer 
Duquesne University
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LETTERS TO THE WOMAN CPA
PROTEST LETTER
IS THIS PROGRESS?
What has happened to the old methods used 
in confirming accounts? In these days of 
mechanization and data processing, with the 
inherent impersonal relationships resulting 
therefrom, are we destroying some of the 
images that independent auditors have strived 
to create during the past decade or so?
My mail last week contained two statements 
and references to examinations being made by 
“our auditors”.
One verification came in an envelope bear­
ing the name and return address of the audi­
tors; and it contained the following notice:
“For the protection of all of our customers, 
NUMBER ONE COMPANY’S records are re­
viewed and examined in many ways. One 
way is through checking directly with a num­
ber of our customers from time to time, to 
verify for our auditors, A & B, CPAs that our 
books and our customers’ records show the 
same balances.
“Your account is in the group that has been 
selected to verify this month. Our records show 
the balance on November 30, 1967 to be 
$xxx.xx.
“If the information shown agrees with your 
records, no reply is necessary. If it does not, 
please note the difference in the space provided 
and return to A & B, CPAs, First Building, 
City, U. S. A.”
The second request for verification was en­
closed in an envelope bearing the return ad­
dress of NUMBER TWO COMPANY and con­
tained the following printed notice over the 
signature of the secretary-treasurer of the 
company:
“In connection with the annual examination 
of our records by our auditors, Y & Z, Second 
Building, City, U. S. A., please confirm the 
accuracy of the amount as shown on the en­
closed statement.
“If the amount is not in agreement with 
your records, or should there be any discrep­
ancy, please explain the difference below and 
return this form with your payment.”
Both A & B and Y & Z are members of the 
American Institute of Certified Public Ac­
countants; and I am not aware of any change 
in the AICPA rules with respect to confirma­
tions of accounts receivable Specifically, I 
wonder:
ELAINE CEREGHINI, CPA, Special Editor 
Touche, Ross, Bailey & Smart
New York, New York
What control is exercised by the auditor 
when the verification is mailed in an en­
velope bearing the return address of his 
client?
If there is a difference to be reported, what 
assurance is there that the auditor will re­
ceive the explanation if I mail it with my 
payment to his client?
Has the attempted “streamline” or “soft” 
approach, which is evidenced by the pro­
cedure used by Y & Z, overlooked some of 
the basic requirements of independent con­
firmation of accounts?
In neither instance was a reply envelope 
enclosed. In both instances, it appears that 
the request came from the client as con­
trasted with a polite request by the auditor 
with an assent by the client.
I will be interested in knowing the reaction 
of some of our readers to the two procedures. 
Or have I missed a recent pronouncement?
Name Withheld
P. S.
My mail has just brought another confirma­
tion request, and my old-fashioned ideas are 
upheld by it:
Envelope bears return address of indepen­
dent auditors; and postage-paid reply en­
velope addressed to the auditors is enclosed.
The request has the signature of an officer 
of the company whose accounts are being 
confirmed.
The following is contained in the request: 
“To assure an independent confirmation of 
your account, please direct your reply and 
any questions you may have to
(name of auditors).”
SHORT COMMENT-EDP
I agree with Dr. Bernadine Meyer per her 
LETTER TO THE WOMAN CPA in 
December commenting on EDP articles de­
signed to impress but not necessarily to in­
struct.
A series of articles that would help me, an 
industrial accountant in a small business, to 
move step by step into an understanding of 
data processing systems as they are applicable 
to my problems would certainly be a real 





Over 10,100 successful CPA candidates 
have been coached by 
International Accountants Society, Inc.
Byron Menides, 
President of IAS, says:
“If you don’t pass your CPA examination 
after our CPA Coaching Course, 
we’ll coach you free until you do!”
Any CPA will tell you it takes more than accounting 
  knowledge and experience to pass the CPA examination. 
You must know the quick, correct way to apply your knowl­
edge, under examination room conditions.
How you budget your exam time, for example —how you 
approach each problem or question — how you decide, 
quickly, the exact requirements for the solution — construct 
an acceptable presentation — extract relevant data — and use 
accounting terms acceptable to the examiners.
That’s where the International Accountants Society can 
help you. As of May 1, 1967, 10,176 former IAS students who 
had obtained all or a part of their accounting training 
through IAS had passed CPA examinations. Our CPA Coach­
ing Course is proven so effective we can make this agree­
ment with you:
“If any IAS CPA COACHING COURSE enrollee  
who has submitted for grading all 20 examina­
tions of the course fails to pass the CPA examina­
tion in any state after meeting all the legal 
requirements of the state as to residence, experi­
ence, preliminary education, etc., IAS will CON­
TINUE COACHING WITHOUT ADDITIONAL 
COST until the enrollee is successful.”
The IAS CPA Coaching Course is designed for busy ac­
countants. You train at home in your spare time, at your own 
pace. Most important, every lesson is examined and graded 
by one of our faculty of CPA’s, who knows exactly the prob­
lems you’ll face in your CPA examination.
If you need refresher training in certain areas, IAS will 
supply, at no extra cost, up to 30 additional elective assign­
ments, complete with model answers, for brush up study.
Approved under the new GI Bill
The IAS CPA Coaching Course as well as the full IAS 
accounting curriculum is approved under the GI Bill, You 
start any time you please—there are no classes, no fixed en­
rollment periods. So, you can make maximum use of the 
time available, starting as soon as you enroll and continuing 
right up to the examination dates.
Send today for free report
To get the complete story on how you (or some member 
of your staff) can benefit from the proven IAS CPA Coach­
ing Course, just fill out and mail the coupon below. No 
obligation.
International Accountants Society, Inc.
 A Home Study School Since 1903
Dept. B, 209 W. Jackson Blvd.
 Chicago, Illinois 60606
 Att: Director of CPA Coaching
Please send me your new report on the IAS CPA Coaching 






 Approved under the new GI Bill.
 □ Check here if entitled to GI Bill benefits.
Accredited Member, National Home Study Council.
